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Tripping for a new bit. Geolograph indicates rate of penetration and depth. 
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Capitalization — March 31, 1980 
Authorized 5,000,000 No Par Value 
Issued: 2,730,895 


Stock Exchange Listing 
Alberta Stock Exchange 
Symbol ““YVX”’ 


To The Shareholders 


On behalf of the Board of Directors of Yvanex 
Developments Limited, I am pleased to present the 
Company’s Tenth Annual Report and the Audited 
Financial Statements for the year ended March 31, 1980. 


During this financial year, Yvanex entered the oil and 
gas business. On April 23, 1979 your Company acquired 
working interests varying from 17.5 to 25 percent in the 
Wayne-Rosedale field for $2,130,000 plus options on 
200,000 treasury shares. At that time, the property was 
producing at a gross rate of 8,200 barrels of oil per month. 


The primary objective of your company was to 
improve the revenue potential of the Wayne-Rosedale 
property. To achieve this, the Company participated in the 
drilling of six additional wells; five were completed as oil 
wells and one as a dry hole. Six of the original wells were 
reworked to improve productivity and have responded 
favorably. Five miles of lease roads were upgraded to 
all-weather status, the old central battery was rebuilt, six 
miles of pipeline were added to the gathering system, and 
a new Satellite battery was constructed. A major phase of 
the program was the electrification of all wellsites to 
improve reliability and continuity of production. As a 
result of these improvements, the field production rate had 
increased to approximately 20,000 barrels per month by 
the end of 1979. More recently, production has been 
curtailed by the inability of the Gulf Canada Limited sales 
line to handle our total oil production. A new line is to be 
installed by Gulf this summer, which will be capable of 
carrying 45,000 barrels of oil per month, providing 
sufficient capacity to handle all of the field’s production. 
Plans to drill additional wells later this year have the 
potential to increase total production capacity in the field 
to nearly 30,000 barrels per month. 


As a result of the improvements in the gathering 
system, there is now a sufficient volume of solution gas 
available at our central battery to make it economically 
feasible to negotiate a gas sales contract. Management is 
hopeful that natural gas sales from Wayne-Rosedale will 


commence in late 1980 and add to the Company’s cash 
flow. 


Your Company also participated in several new 
prospects, the most exciting of which is a very significant 
natural gas discovery on the Tsea prospect in northeastern 
British Columbia. The discovery well, Cairn et al Tsea, 
b-69-C, 94-P-12, flowed gas at 8.16 million cubic feet per 
day with no indication of water. Geological and 
geophysical data indicate a pay zone thickness of 
approximately 150 feet in the discovery well. A gas sales 
contract is being negotiated and our 7.5 percent working 


interest will likely be producing revenue for the Company 
during the coming winter. Management is also considering 
a possible re-entry of an old cased and abandoned well 
located in c-48-C, 94-P-12 about one and one-quarter 
miles southeast of the discovery well. This well may have 
bypassed a potential gross pay section of approximately 85 
feet. 


Yvanex has been actively participating in a land 
acquisition and drilling program on the McKee prospect in 
Alberta. Your Company has a 6.25 percent working 
interest in two completed gas wells, has participated for a 
3.125 percent interest in the purchase of a third gas well, 
and in the drilling of a well now nearing total depth. Our 
immediate plans are to take part in the drilling of two more 
wells on this prospect to earn in additional lands and prove 
additional reserves. Management does not see any early 
gas sales from this property, however, a positive decision 
by government regarding additional exports and approval 
of the Alaska Highway pipeline project would certainly 
improve our opportunity to secure a gas sales contract. 


During the course of negotiating its interest in the 
McKee prospect, Yvanex was presented with the 
opportunity to introduce Neptune Resources Corp., a 
public Vancouver company, to a 6.875 percent working 
interest position in the prospect. In return for the 
introduction, Yvanex received 350,000 shares of Neptune 
which represents approximately 24.3 percent of the issued 
common stock in the company. These shares are in escrow 
and can be released only with the approval of the 
Vancouver Stock Exchange and the British Columbia 
Superintendent of Brokers. Application for release of these 
securities has been made. 


In addition to the McKee interests, Neptune also owns 
interests varying from 12.5 percent to 2.34 percent in 
approximately 3,200 gross acres and three shut-in gas 
wells located in the East Drumheller area of Alberta. 


Yvanex has participated for a 25 percent working 
interest in the assembly of 5,120 acres comprised of 
leases, farmout and option lands on a prospect located near 
Cremona, Alberta. Your Company is participating in a 
9,000 foot test well which began drilling to evaluate this 
prospect on June 12, 1980. 


Your Company also has a one-third working interest 
in approximately 2,600 gross acres on the North Oak 
prospect in northeastern British Columbia and plans to 
participate in the drilling of a well here later this year. 


Newmont Exploration of Canada Limited in joint 
venture with Gold Fields Mining Corporation is continuing 


SSS ee eee 


to explore on your Company’s 75 percent owned, 2,344 
acre, Montbray Township mineral claim property in the 
Noranda-Rouyn area of northwestern Quebec. A diamond 
drilling program was completed in June on geophysical 
targets identified during the past winter. Sub-economic 
mineralization was encountered and surface exploration 
continues. 


The activities of your Company over the past year 
have been funded with capital raised by the issue of eight 
percent Convertible Debentures on the 25th day of June, 
1979, which netted the Company $600,000. These 
debentures are convertible on or before the earlier of the 
redemption date or the due date of June 24, 1982, on the 
basis of one common share for each $1.00 principal 
amount of the debentures. In addition a line of credit for 
$870,000 was established with the Mercantile Bank of 
Canada in Calgary to be used specifically for development 
of the Wayne-Rosedale field. In December 1979, options 
for 100,000 shares of Yvanex common stock were 
exercised at $1.00 per share providing additional funds of 
$100,000. 


Expenses relating to construction, development 
drilling and workovers of existing wells in the 
Wayne-Rosedale field amounted to approximately 
$935,000, and exploratory drilling and lease acquisitions 
required approximately $458,000. These expenses coupled 
with the record high interest rates during the latter part of 
your Company’s financial year effectively nullified cash 
flow from production. However, enhanced revenues from 
Wayne-Rosedale oil production and the likely additions to 
revenue from Wayne-Rosedale and Tsea natural gas sales, 
coupled with the recent reductions in interest rates, should 
allow an improvement in the Company’s cash flow. 


The Directors of your Company are also reviewing 
several alternatives for additional new financing in order 
that an aggressive exploration program and additional 
development can be maintained. 


An agreement has been entered into with GenEnergy 
Resources Ltd. to provide Yvanex with $1,000,000 of 
drilling funds over the next year. Under this agreement, 
GenEnergy may acquire up to 65 percent of the Yvanex 
interest in any new prospect and, for each 0.8 percent of 
the acquired interest, must pay 1.0 percent of acquisition 
costs, including purchase of lands, seismic, and the 
drilling and completion of any earning wells. 


Future plans include participation in drilling prospects 
in the United States. Yvanex Resources, Inc., a recently 
incorporated wholly owned subsidiary, will take part in 
drilling a well in south central Oklahoma scheduled to 


begin in late August. Yvanex Resources, Inc. is also 


actively acquiring leases on several other prospects in 
Oklahoma for drilling later this year. 


As of June 15, 1979, the executive office of your 
Company was relocated to Calgary, Alberta. All 
exploration and development activities of your Company 
are being directed from there. The head office of the 
Company remains at 41st Floor, First Canadian Place, 
P.O. Box 100, Toronto, Ontario. 


The events of the tenth year since the formation of 
your Company have truly been exciting and dramatic, and 
we look forward to continued progress during the current 
year. At this time, the Directors would like to express their 
appreciation to the employees and to our shareholders, and 
to all those individuals and institutions who have supported 
the Company through this year of transition. 


Respectfully submitted on behalf of the Board, 


LN pty 


W. J. Fulop, 
President 


July 20, 1980 
Calgary, Alberta 
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Wayne-Rosedale Field, Alberta 


Improving the overall productivity of the 
Wayne-Rosedale field was the main centre of activity for 
Yvanex during its first year in the oil business. Six new 
wells were drilled, in which the Company’s interest varied 
from 17.5 percent to 25 percent. The wells in 4-15-27-20 
W4M and 12-15-27-20 W4M were completed late in 1979 
and are performing favourably. The wells in 10-16-27-20 
W4M and 8-16-27-20 W4M were drilled just prior to 
spring breakup and have only recently been completed for 
production; testing is under way, with indications that they 
will be good producers. The 8-10-27-20 W4M well is 
currently shut-in because of a high gas to oil ratio, but 
should be on stream early this fall. The 4-14-27-20 W4M 
well was dry and abandoned. A recompletion program was 
carried out in the fall of 1979 on six of the original wells in 
the field, with a successful increase in productivity. Your 
Company’s interest is 25 percent in four of these wells and 
17.5 percent in the other two. 


During the past year, your Company participated in 
upgrading five miles of lease roads to all-weather status, 
installation of approximately six miles of pipeline for the 
gathering system, rebuilding the original central battery 
facility, construction of a satellite battery, and installation 
of electrification to all wellsites to improve production 
reliability and to minimize unexpected shut-downs. The 
electrification program was delayed a full six months by 
a combination of bad weather and supply problems for 
electric motors and transformers, but is now completed. 
Production rates increased from 8,200 barrels per month in 
April 1979 to approximately 20,000 barrels per month in 
November and December of 1979. This rate was not 
maintained through the winter months primarily because of 
delays in our construction program, and because of 
recurring shut-downs encountered with the Gulf Canada 
Limited sales line downstream from our main battery. Gulf 
has advised that they plan to replace the line this summer 
with a line capable of handling 45,000 barrels of oil per 
month. Plans are to drill additional wells later this year 


which have the potential to increase total production 
capacity in the field to nearly 30,000 barrels per month. 


Present geological mapping indicates that five 
additional proven locations are available for drilling, with 
about five additional potential locations. Recently 
announced well locations by other operators in 16-9-27-20 
W4M and 10-3-27-20 W4M will provide valuable 
information regarding the undrilled acreage in Sections 10 
and 16 on our leases. 


Current engineering calculations indicate that this 
reservoir, at the present stage of development, contains 
approximately 90,000,000 barrels of oil in place, together 
with some 19 billion cubic feet of natural gas in solution. 


With the extension of our gathering system and the 
upgrading of our central battery, we now have economic 
quantities of solution gas available for sale. Negotiation of 
a gas sales contract is well under way and plans are being 
formulated for a gas conservation scheme. Gas sales 
should begin late in 1980. 


Construction on Wayne-Rosedale gathering system. 


McKee Prospect, Alberta 


Yvanex and its partners are continuing an active land 
acquisition and drilling program on the McKee prospect. 
Two wells, Cairn et al Delia 13-12-32-19 W4M and the 
Delia 6-10-32-19 W4M, have been drilled and completed 
as gas wells; the first is capable of production from two 
zones, the second from one zone. Drilling these wells 
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earned your Company an interest in 4,480 acres of leases; 
a working interest of 6.25 percent in 1,280 acres (the two 
sections on which the wells were drilled), reverting to 
3.125 percent after payout, and 3.125 percent in the 
remaining 3,200 acres. 


A third well has been spudded in 7-6-32-18 W4M and 
will be drilled to about 4,500 feet. The well will earn a 
3.125 percent interest in 640 acres, with no decrease after 
payout. On completion, the drilling rig will move to the 
2-22-32-19 W4M location to drill to 4,525 feet. This well 
will earn a 6.25 percent interest to payout in the well 
spacing unit of 640 acres and a 3.125 percent interest in an 
additional 640 acres. Another drilling option has recently 
been negotiated on Section 1 Township 32 Range 19 
W4M. 


Yvanex also participated for a 3.125 percent interest 
in the purchase of a further 640 acres. Management feels 
that the old well in 1-9-32-19 W4M was inadequately 
tested prior to its abandonment. Information gained by the 
drilling and completion of the 6-10-32-19 W4M well and a 
review of the old logs indicates a likelihood of bypassed 
potential production. 


The purchase of a 3.125 percent interest in the 
Sulpetro et al Delia 10-13-32-19 W4M gas well, 
completed in the Basal Quartz Sand, was also negotiated. 
Management feels that one additional zone in this well will 
prove to be gas-bearing. 


Cremona (Dogpound) Prospect, Alberta 


The Cremona prospect is located on the edge of the 


foothills approximately 35 miles northwest of the city of 
Calgary. 


Yvanex participated for a 25 percent working interest 
in the purchase of 800 acres of Crown petroleum and 
natural gas leases, and 1,120 acres of Freehold leases on 
this prospect. By way of farmout a further 2,560 acres 


Gas flare during test at Tsea b-69-C. 


were acquired and a drilling option has been negotiated on 
an additional 640 acres. Yvanex has a position in 5,120 
acres on this prospect. 


The earning well on the farmout block to be drilled to 
approximately 9000 feet was licensed in 9-6-30-4 W5M 
and drilling commenced on June 12, 1980 with Surf Oils 
Ltd. as operator of the project. Because of the exploratory 
nature of this prospect, Yvanex farmed out 50 percent of 
its working interest to GenEnergy Resources Ltd. 
GenEnergy will pay 15.625 percent of all costs related to 
the drilling, completion and land acquisition costs to earn a 
12.5 percent working interest in the well spacing unit and 
6.25 percent in the balance of the farmout lands. Yvanex’s 
working interest in the well spacing unit will be 12.5 
percent and 6.25 percent respectively. Yvanex and 
GenEnergy will each have 12.5 percent interests in the 
purchased leases. 
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Tsea Prospect, British Columbia 


The natural gas discovery on the Tsea prospect was a 
major event of the past year. The discovery is situated 
about 60 miles northeast of Fort Nelson along the highly 
productive Kotcho-Petitot Slave Point reef trend. 


Yvanex participated for a 7.5 percent working interest 
in drilling the Cairn et al Tsea, b-69-C, 94-P-12 well 
which drilled into porous Slave Point carbonate. During a 
drillstem test of the upper 50 feet of the porous zone, the 
well flowed natural gas at a stabilized rate of 8.16 million 
cubic feet per day for a period of two hours, with no 
indication of water. Pressure information recorded during 
the test indicates that the reservoir is of excellent quality 
and, combined with data from other wells in the area, a 
pay zone thickness of approximately 150 feet is indicated 
in the discovery well. 


Interpretation of geological and geophysical 
information indicates an approximate productive trend as 
shown on the accompanying map. A review of the drilling 
and testing information from the c-48-C, 94-P-12 well, 
which was drilled in 1968, indicates that a potential gross 
pay section of approximately 85 feet may have been 
bypassed. Production casing was run in the well by the 
original operator. Yvanex and its partners will be 
considering a re-entry of this well during the winter of 
1980. 


Negotiations for a gas sales contract are under way, 
and anticipated initial deliveries may be in the order of 5 
million cubic feet per day during the coming winter. There 
is a major gas transmission line within 1,300 feet of the 
wellsite, and a tie-in line will be installed immediately 
after freeze-up. The British Columbia Petroleum 


Corporation is currently paying $1.03 at the wellhead, free 
of royalty, for a thousand cubic feet of gas. 


Yvanex’s working interest in 1,296 acres, including 
the discovery well spacing unit, is 7.5 percent and 3.75 
percent in an additional 1,624 acres. Our working interest 
in the gas well spacing unit is subject to the farmor’s 
reversionary privilege after payout, and will likely be 
reduced to 3.75 percent. 


North Oak Prospect, British Columbia 


Yvanex has participated for a one-third working 
interest in the purchase of approximately 2,600 acres of 
petroleum and natural gas leases. The prospect is located 
about 30 miles north of Fort St. John and immediately 
adjacent to the north boundary of the Oak gas field. The 
Oak field produces natural gas from the Halfway Sand and 
originally contained reserves in the order of 50 billion 
cubic feet of gas and 1.5 million barrels of oil and 
condensate. 


The Oak field produces from a stratigraphic trap with 
some associated minor faulting. The geology of the area 
indicates that similar conditions for the accumulation of 
natural gas may exist under the lease block purchased by 
Yvanex and its partners. The prospect will be drilled late 
this summer or in the early fall, depending on the 
availability of drilling equipment. 


Bittern Lake Prospect, Alberta 


The Company participated in the drilling of the 
Renaissance et al Bittern 10-28-47-22 W4M well to 4,412 
feet on a favorable geophysical anomaly. Testing of the 
well yielded non-commercial natural gas flows, and the 
well was plugged. The Yvanex interest in the well and 640 
acres was 56.5 percent. 


Ukalta Prospect, Alberta 


Yvanex participated for a 12.75 percent working 
interest in the drilling of the Czar et al Ukalta 5-2-56-18 
W4M well, which resulted in a Sparky Sand gas 
discovery. The well flowed 380 thousand cubic feet of gas 
per day through perforations. With no immediate gas 
market, no additional drilling is scheduled for this prospect 
in the near future. Yvanex earned 12.5 percent working 
interest in 480 acres of the well spacing unit and 6.375 
percent in an additional 1,600 acres. 


La Biche Prospect, British Columbia 


Yvanex participated for a 20.4 percent working 
interest in the drilling of two wells on a large farmout 
block of leases comprising 72,000 acres. The wells, 
Renaissance et al Sandy a-67-D, 94-O-13 and Sandy 
b-44-E, 94-O-13, were drilled to evaluate a shallow gas 
show recorded in an old well on the farmout block. Both 
wells were drilled to approximately 1,200 feet and, since 
testing showed no indication of commercial production, 
the wells were abandoned. No additional drilling is 
planned for this area. 


Rock outcrop showing mineralization. 


Noranda-Rouyn Area, Quebec 


Newmont Exploration of Canada Limited has 
exercised its option to continue to explore on your 
Company’s mineral claims comprised of 2,344 gross acres 
in Montbray Township, in the Noranda-Rouyn area of 
northwestern Quebec. These claims are owned jointly by 
Yvanex as to 75 percent and Getty Mining Northeast, 
Limited as to 25 percent. 

Newmont Exploration of Canada Limited in joint 
venture with Gold Fields Mining Corporation completed a 
diamond drilling program in June on anomalies identified 
by a ground geophysical survey completed during the past 
winter. Sub-economic copper-zine mineralization, with 
traces of associated gold and silver, was encountered. 
Surface exploration on the property continues. 


The activities of Newmont, in joint venture with Gold 
Fields, are being carried out pursuant to the Option 
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Agreement dated the 31st day of December, 1977 between 
Yvanex, Getty and Newmont, which Agreement granted 
Newmont the right to acquire a 60 percent undivided 
interest in the said mineral claims. In order to fully 
exercise its right to acquire the 60 percent interest, 
Newmont is obliged to pay predetermined amounts to the 
accounts of Yvanex and Getty each year that it elects to 
continue the option, to an aggregate of $500,000 over the 
term of the Agreement, and to complete a minimum of 
$1,000,000 of exploration work on the claims prior to 
January |, 1985. Newmont may terminate the Agreement 
at any time, however, it will not earn the said 60 percent 
interest or any portion thereof, unless it has complied with 
all the terms of the Agreement as generally outlined above. 


West Clarita Prospect, Oklahoma 


Yvanex Resources, Inc., a newly-formed wholly 
owned subsidiary of the Company, will participate in the 
drilling of a rank wildcat to approximately 3,000 feet. The 
location is in Coal County, in south central Oklahoma, 
about 25 miles southeast of Ada. The primary target is the 
Oil Creek Sand, of Ordovician age, with other potential 
zones being the younger Viola Limestone, Bromide and 
McLish Sands, and the older Arbuckle Limestone. This 
well is expected to spud in late August. Yvanex will have 
a 17 percent working interest in the well and 691 acres on 
the prospect. 


Yvanex Resources, Inc. is actively involved in the 
acquisition of additional leases prospective for oil and gas 
production in other areas of Oklahoma. As we obtain 
leases, we expect to be able to commence drilling on the 
most favorable prospects by September or October. 


YVANE.X PROPERTY OD 


5 


LAC DASSERAT 


Qg LAC 
DUFAULT 


NORANDA 


ROUYN 


LAC 
BEAUCHASTEL 


Yvanex Developments Limited 


Statement of Financial Position 


Assets 
March 31 
A Wesse 3 
(restated) 
(Note 2) 
Current assets: 
Sem MCE CICDOGIES 2 Nee anh Ne es oes eae Ree ad 6 Sh eo ew heen $ 285,790 $ 8,768 
ErOc OM ecetvADIC ee ee i ve ool we hve oes 215,185 837 
Sap eres Fal 
Capital assets: 
Mining properties and exploration expenditures (Note 2) .................. 878 ,562 893 ,562 
PeOlCuny and Natural gas PrOperllcs <P soo chs pos vlc ew bee ws 3,2/6,275 — 
Bm CUOMSCQUIDINCO Te oe heat ieee as hsp Sede ncn eds fu ence woo See 285,635 = 
OOM oe 5 SS Sinets ki dca dees ak kos woe gas 5,662 -- 
4,446,132 893,562 
es< 72 .ecummulated-depreciation and depletion... 26) ye. deca ee ee sae (61,904) — 
4,384,228 893,562 
$4,885,203 $903,167 
Liabilities and Shareholders’ Equity 
Current liabilities: 
URLS AN UG Mee RED ce raceah es cis 8 geet os Fah 48 aie os 4h Wiehe dg ws $ 745,734 $ 12,482 
PUItreniPOLlonsOl One eteLiINCeDt oh ocd as berdnsd ye hse Ee cee an vee s tee 300,000 — 
1,045,734 12,482 
Long-term debt: 
PPOOMC NOME OAR AN OU 25 en asp. os 6 ok apse os hd a ee Roe be eu gis nse sek mage 2,480,000 _ 
Se BCONVETNDIC GCUEIIUIES (NOtGr4)..os5 Iocan hs Pua sows PSR T Thee tae 600,000 = 
3,080,000 — 
Shareholders’ equity: 
Share capital (Note 5)- 
Authorized - 
5,000,000 common shares without nominal or par value 
Issued- 
DSO eo MISNales (I OTO 2 OS02899) ao iG fn otro he Pek ee 1,094,001 994,001 
MC MEIDULCOUSUL DIUSO erie ik ots Galea bias als i be en ee ee aS Bt ee 4,150 4,150 
DETEIGUE a Gk ta es ae BLO ER neg eer en aL ee ere (338 ,682) (107,466) 
759,469 890,685 
$4,885,203 $ 903,167 


APPROVED BY THE BOARD: 


LN Zac’ 
Vp Via peter Director 


Yvanex Developments Limited 


Statement of Operations and Deficit 


FOR THE YEAR ENDED MARCH 31, 1980 


Revenue: 
Production revenue, met of cOvalucs Wye. a, ee ye eg ee ee ee 
Other income .8 ee ee ee SES ae ne ee cco ee ore 


Expenses: 
General and’ administrative js .es. yea SS eee eee eee ce re ee es ee 
Operating oe coo Ee 0 oe a ea ae Do a Nr ke rere eee ee eee 
Interest:on long-term, debt..®... ee oe ee nae ee ee 
Depreciation and depletion”; saci ee che ote a ee ee Ue hae te ire eee 


Looss for the year iiss S.. oie Se ee a ge ere eee ed nee ele ot ns eset ee 
Deficit, beginning”of the year 5 Ges nos oie ete ere ee ee Rrra ee ie eee ee ee 


Deficit; end of the: year (0 55 sank Te etc we ee em eee ene erm re 


Loss per share (based on weighted average 
number of shares outstanding during the year) sn ee re ee ee 


Statement of Changes in Financial Position 


348 ,207 
35,845 


384,052 


12,212 
129,595 
3045597 

61,904 


615,268 


231,210 
107,466 


338,682 


.09 


Year ended March 31 


1980 
Source of funds: 
Payments received under working option agreement ................-.+--- $ 15,000 
Production loan net of ‘current. portion <<; 2 ya ee a ee 2,480,000 
Exercise Of share options 3: ie eee on ee ee 100,000 
Issue..of. convertible debentures sees <u er ee 600,000 
3,195,000 
Application of funds: 
Operations.—= loss:tor the: year wae... oo he ia ee ye 231,216 
Less: Amounts not requiring working capital — 
Depreciation: and. depletion) 1.5.7 eee) tae ee ye ens ee (61,904) 
169,312 
Increase in mining properties and exploration expenditures ................. — 
Oil'and> gas: properties Ge. css.) diliheuare hac ieree tle eine aie ane ine eerie eyies 3,561,908 
Otier y 8e eet Sa sais a RE took 0 eg oA RG eae OE Meee etna aoe en! 5,662 
3,567,570 
Increase: (decrease). in working capitan ie oe ee ae ree ees gee (541,882) 
Working capital deficiency, begmning obsyean v.00. . 205s ee eee 2,877 
Working capital adeficiency send of yearns ecceia,.. a, Oe  arees $ 544,759 
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1979 


$ 24,375 


$ 


24,375 


11572 


115572 


12,803 
15,680 


2,001 


Yvanex Developments Limited 


Notes to Financial Statements 


March 31, 1980 


Summary of significant accounting policies: 
Petroleum and natural gas properties — 


The Company follows the full-cost method of accounting for petroleum and natural gas properties whereby all costs of 
exploring for and developing oil and gas related reserves are capitalized. Such costs include land acquisition costs, 
geological and geophysical expenses, costs of drilling both productive and non-productive wells and certain overhead 
expenses directly related to exploration and development activities. Costs accumulated are depleted using the unit of 
production method based upon estimated proven reserves of oil and gas. Natural gas reserves and production are 
converted to equivalent barrels of crude oil based on the relative sales value of each. 


Mining properties — 
Investments in mining properties and exploration and applicable administrative expenditures related to properties, in 
which an interest is retained, are capitalized and carried at cost. 


The mining claims are held under development licenses and cover approximately 2,344 acres located in Montbray 
Township, Quebec. The property was originally acquired for 750,000 shares of the Company’s capital valued by the 
directors at ten cents per share ($75,000). 


Under terms of an option agreement, another mining company agreed to an initial payment to the Company and its joint 
venture participant, ‘‘the Companies’’, and was granted the right to acquire a 60% undivided interest in certain of these 
mining claims. In order to fully exercise its right to acquire the 60% interest the optionee is obliged to pay amounts 
totalling $500,000 to the Companies (75% to Yvanex) over a period of six years commencing January 1, 1979 and to 
complete at least $1,000,000 of exploration work on the claims prior to January 1, 1985. Yvanex has received pay- 
ments of $15,000 during the year ($39,375 in total) in accordance with the agreement. These payments have been 
netted against the accumulated costs to date. 


The remaining net costs of mining properties and exploration expenditures will be amortized by charges against income 
from future mining operations. When, in the opinion of management, a group of mining claims are considered to have 
no value the remaining costs are written off. The deficit at the beginning of the 1980 fiscal year represents costs 
incurred (and written off) in connection with mining properties abandoned prior to April 1978. 


Depreciation — 
Depreciation of production equipment is being computed on a unit of production method. Depreciation of other assets 
is being provided at 20% per annum declining balance. 


Changes in accounting policies: 

Prior to the current year the activities of the company were in the exploratory or preproduction stage and all costs were 
being capitalized or deferred. Commencing April 1, 1979 the Company ceased being in the preproduction stage and 
revenue and costs for the current year are included in the statement of operations and deficit with the exception of the 
~ mining option payments. 


Exploration and administrative expenditures of $842,937, previously included in deferred expenditures, and option 
payments (referred to in Note 1) received of $24,375 previously credited to deficit, have been reclassified to **mining 
properties and exploration expenditures’’ to conform the prior financial statements to the current accounting policies. 


Bank loan: 

The Company has a production loan in the amount of $2,780,000, bearing interest at prime plus 1% and secured by 
certain oil and gas properties and by a floating charge debenture on all of the Company’s assets. Although the loan is 
payable on demand, the bank has agreed to accept annual instalments as follows: 


Year ended March 31, 1981 — $300,000 1984 — $550,000 
1982 — $550,000 1985 — $500,000 
1983 — $550,000 1986 — $330,000 


4. 8% Convertible debentures: 


On June 25, 1979, the Company issued $600,000 of 8% convertible debentures secured by a floating charge on all the 
Company’s assets, subject to a prior charge in favor of the Company’s bankers. The debentures mature three years 
from the issue date and the holders thereof have the right to convert their holdings into common shares as described in 
Note 5. 


5. Share capital: 


Summary of issued share capital — 


Shares Capital 
Issued for: 
Cash ee ek ee 1,752,005 $ 916,001 
Mining properties: 4.05 34.5 2. 5 ee ae 750,000 75,000 
Exploration-expenditures = ..e6e.0sen ee Oe ei 228,890 103,000 


25130,895 $1,094,001 


By agreement dated April 23, 1979, the Company purchased interests in certain oil and natural gas leases for 
$2,130,000 cash. The vendor was also granted an option to purchase 200,000 shares of the Company’s capital at $1 per 
share, exercisable on or before April 29, 1982. 


The holders of the 8% convertible debentures are entitled to convert their holdings into shares at $1 per share on the 
basis of one share for each dollar principal amount of the debentures. This right is exercisable at any time prior to the 
earlier of the redemption date or the maturity date of the debentures. 


6. Investment in Neptune Resources Corp.: 
Pursuant to a series of agreements with a shareholder, the Company acquired an interest in certain oil and gas proper- 
ties and, subject to certain regulatory approvals, 350,000 shares of Neptune Resources Corp. (24.3% of the issued 


shares), subject to an escrow agreement with the Vancouver Stock Exchange. This investment is being carried at a 
nominal value of $1. 


7 o=slaxations 


The Company has exploration and development expenses, lease acquisition costs and costs of depreciable equipment 
not yet claimed for tax purposes of approximately $410,000 in excess of the net book value of the related assets. 


No provision has been made in the financial statements for the future tax benefits which may arise from the utilization 
of these allowances. 


Auditors’ Report 


To the Shareholders of 
Yvanex Developments Limited: 


We have examined the statement of financial position of Yvanex Developments Limited as at March 31, 1980 and the 
statements of operations and deficit and changes in financial position for the year then ended. Our examination was made in 


accordance with generally accepted auditing standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the Company as at March 31, 1980 
and the results of its operations and the changes in its financial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year except for the changes in 
accounting policies as explained in Note 2. 


Price Waterhouse & Co. 
Chartered Accountants 
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